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EEGs AINE ASSEMBLY 


ALBERTA 


Room 213, 
Legislative Building, 
Edmonton, Alberta 


January 10th, 1975. 


Hon. Gerard Amerongen, 
Speaker of the Assembly, 
Room 218, 

Legislative Building, 
Edmonton, Alberta 


Dear Mr. Amerongen: 


After taking part in the deliberations of the Foreign Investment 
Committee for the last three years, | concluded my assumptions 

were so different from the majority of the committee, it was nec- 
essary to prepare a minority report. While | realize there is no 
provision in the rules for a minority report, as a matter of courtesy, 
| felt | should send you a copy of my report. 


The official report is a very conservative document. In that 
respect, it is probably useful for the debate on foreign investment 
to have a frank statement of the nonnationalist position. Ina 

sense it is fair to say that the Alberta report will contribute to 
the debate, but unfortunately its findings are not likely to produce 
any solution to the problem. 


In expressing my dissent from the majority, | must say that I enjoyed 
my association with the other members of the committee. Although | 
reject their conclusions, | respect their sincerity. 


In my judgment the report is a timid document which fails to appreciate 
the facts of life in a modern industrial society, especially one which 
is as dependent as Alberta on large multi-national oi] corporations. 


It is hopeless to try and encourage greater Canadian control through 
such gimmicks as tax incentives for :nvestment or listing shares on 
the Calgary stock exchange. We should never accept the proposition 
that investment opportunities for well-heeled Albertans is a substitute 
for real control of our future. As long as we are dealing with sophis- 
ticated multi-national corporations, a few more Canadian shareholders 
will not make any real difference. 
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Hon. G. Amerongen January 10th, 1974. 


The only long term answer to multi-national ownership and control of 
integrated oil companies is public ownership and control. That does 
not preclude private ownership; indeed acquiring control of the major 
companies would shift the buying pattern of these companies and thereby 
open new opportunities for Canadian investment and expertise in the 
service, engineering and drilling phases of the industry. 


In my view the report overstates the dependence of the Alberta economy 
on foreign capital without making any effort to distinguish between 
debt and equity capital. It ignores the fact that net foreign equity” 
investment is small in terms of the economy, but because of retrained 
earnings and loan capital, the small fraction is magnified to signifi- 
cant control. The report fails to properly assess the opportunity the 
so-called energy windfall offers the government of Alberta to regain 
control of industry, if not in terms of buying back the past, at least 
in owning the future. 


In short, the report seeks to justify existing investment patterns when 
they should be questioned, it seeks to reassure Albertans when they 
should be challenged, and most important its findings relate to a simpler 
society uncomplicated by the existance of multi-national corporations. 


GN:hms Yours, sincerely, 


Enel. ©] 


Grant Notle 
Spirit River-Fairview 
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INTRODUCTION: 


Tenants in our own house 


| am very seriously concerned that unless Albertans take steps in 
the near future to halt the growth of foreign ownership and control 
of the provincial economy and to stem the enormous outpouring of 

our wealth into the treasuries of the multinational corporations, we 
may soon be nothing more than powerless, passive tenants in our own 
houses. Our future prospects are rapidly depleting alongside our 
resources. We must act soon if we and our children expect to have 
the final say in determining what kind of society we wish to build 


out of today's Alberta. 


Profiteering by the international oil industry in Alberta has become 
completely scandalous. While the industry cries that it is being taxed 
to death by the provincial and federal governments, it has been earning 
profits ten times above those of three years past. Unless something is 
done immediately to stop this colossal theft of Alberta's wealth, the 
next two or three years will see the loss of several billion dollars 
from profits made on the exploitation of our resources by foreign 


corporations. 


The role of the Multinational Corporations 


Another fundamental reason for acting on foreign ownership is to rol] 
back the political influence of the largest corporations in Alberta. 

We have permitted a handful of extremely big multinational companies 

to gain a dominant foothold over the vital sectors of our economy, 
including control of the energy resources which are its foundation. 
Given the worldwide nature and the motivations of these firms, it is 
absurd to expect them to have consideration for our interests when they 
make the major decisions which have such a strong impact on our economy 


and society. They are interested in their global profits, not in 
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developing Alberta. So long as they decide, so long as they control 
our economy, all we can do is hope that their actions will work out 


to our advantage. But hoping for the best is not a responsible policy. - 


Far from making a serious attempt to confront this very difficult 
problem, or even admitting that there is a problem, the present 
government of Alberta seems determined to increase the level of foreign 
ownership and control in the economy by encouraging, almost begging, 

the large multinationals to expand their activities in the province. It 
is doing so by offering high profits, low royalties and all kinds of 
generous incentives - all of which adds to the loss of our wealth and 
adds to our indebtedness to foreigners. If this policy is followed 

much longer, we shall soon have total foreign control of every area of 
the provincial economy expecting rapid growth: tar sands, petrochemicals, 
refining, et cetera. In addition, the large multinationals are superbly 
positioned to dictate their conditions for future investments here, 
including the scale and pace of economic growth and the size of the 
profits they will expect to reap. This is the situation we are fast 
getting ourselves into, and | think it is important that Albertans under- 


stand that their government's policies are directly encouraging it. 


There is another way 


lt is Scare Ay important that Albertans be aware that there are better 
alternatives available to them - alternatives which are realistic and 
which do not involve the sacrifice of jobs or wages. On the contrary, 
1 am afraid that unless we soon change our policies those jobs and wages 


will be put in jeopardy, and so will our entire future. 
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A Branch Plant Nation 


Because Alberta's foreign ownership is part of the overall national 
picture, | want to look breifly at the size of the problem in Canada, 
particularly as it relates to what we have been doing and are doing 


in this province. 


By any standard of measurement or comparison, the growth of foreign 
ownership and control in the Canadian economy in the past 25 years 

has been astronomical. As a result, we now have more foreign ownership 
than the United States, Britain, West Germany, France, Spain, Italy 


and Japan combined. 


According to the latest statistics filed with the federal government 
under ''CALURA'', the Corporations and Labour Unions Return Act, (these 
statistics are out of date and very conservative), by 1971 the assets 
of companies that were more than 50 percent owned and controlled by 
foreigners added up to about $55 billion, representing about 37 percent 
of all industry assets in Canada. If anything, these figures are a 
considerable understatement of the problem. Another fact worth 
remembering is that U.S. corporations account for some 85 percent of 


the total foreign ownership in Canada. 
Foreign control over key sectors 


Now this has had an overwhelming effect on the key sectors of our 
economy. For instance, our mining industry is 70 percent foreign owned 
and controlled while about 60 percent of all manufacturing is in the 
same category. Foreign ownership and control are also significant and 
growing in wholesale trade (33%), services (23%), retail trade (22%) 
ana construction (18%). Then there are certain strategic industries 


where foreign domination can only be called monopolistic, such as: 


- the petroleum industry 91% 
- automobiles and parts 97% 
- chemicals and chemical parts 80% 
- transportation equipment 83% 
- rubber products 93% 
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The pattern for the future 


Foreign ownership usually comes in big packages too. The largest 
corporations in the Canadian economy are foreign owned and they are 
also the firms which are growing the fastest and eating up a larger 
and larger share of our total production. In 1971 the average size 
of foreign firms was $9.3 million, for Canadian companies about 
$2.5 million. Corporations with assets of $25 million or more 
represent only 0.4 percent of all assets, 40 percent of total sales, 
and 58 percent of total profits. Obviously it pay'to be big. In 
1971 there were 353 foreign and 272 Canadian corporations in the 
S25 million plus “category!” The Financial Post's annual’ listing of 
“Canada's 100 largest firms'' contains the names of 64 foreign owned 


branch plants, including 19 oil companies. 


| think we must also remember that although foreign ownership is 
growing in Canada (this year it will grow by more than $5 billion), 
very little of this growth now comes in the form of new capital flow- 
ing into the country. Most of the large growth in foreign ownership 
is financed through profits made by the branch plant in Canada or 
through its easy access to our money markets. To a very great degree, 


then, we have. been financing our own economic takeover. 


Who benefits? 


The costs and benefits of this staggering amount of foreign ownership 
have been endlessly debated in Canada. Few would dispute that there 
have been some benefits and that some foreign capital (though not 
ownership) was needed to fund the heavy investments in resources such 
as oil and gas, or that many Canadians are not directly dependent on 
foreign corporations for their livelihood. Yet such dependence can 

be expensive and demeaning. ! believe that we have always exaggerated 
the supposed benefits of foreign ownership and greatly underestimated 


the costs - some of which are only today beginning to reveal themselves. 
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The real problem with foreign investment, it seems to me, is that it 


comes with too many strings attached and at a very high price. 


Must we rely on foreign investment for technology and capital? 


Albertans are constantly informed by government and oil industry 
spokesmen that we need more. foreign investment in order to obtain new 
technologies, capital and management skills. Let's examine this 
argument. First, there is no evidence that foreign ownership has 
raised the calibre of business management in Canada. In addition, 
foreign management skills and other imported business services must 

be paid for (foreign business services cost Canadians over one and a 
oat on coblaxseinvlS7s)<.rAsefor technology, we do not need foreign 
ownership to acquire new products and processes - we can buy them 
directly. If foreign investment makes a positive contribution to a 
country's technological performance, then how do we account for the 
fact that Canadians have an extremely bad record in our research and 
development, in our highly-skilled, high technology industries and in 
manufacturing generally. No, the facts are that foreign ownership and 
dependence have given us a very weak technological and industrial base. 
We need only look to the tar sands to think of examples where a unique 
technology developed by Canadians has been taken over by foreign corp- 
orations for their own profit ( in the tar sands, the hot water extraction 
process invented at the Alberta Research Council is now being marketed 
by foreign owned oi] companies). As for the supposed huge contribution 
of foreign capital to our economic growth, the work of several 
economists demonstrates that foreign investment has only contributed 
something on the order of one to three percent of G.N.P. at most ---- 
hardly magnificent. And here again, we do not need to accept foreign 


ownership in order to obtain capital. 


What this means, | think, is that we have definitely overrated the 


alleged benefits of foreign ownership. Now lets look at the price we 


Pay. 


ty wine cite 


1 JST AOVHe plot > 


‘ > 
5 bo? Van lsal poland 


a ; ¥ aq 
: } 4 } 1¢ wt 
4 a 
‘ ‘ i 3 
’ 
\ , Br isteis @ 


<i ry vale 24 Oi 29 rie 9 ph 
yal agleve’ tent eeseudena 
my govt? oF ond To veh 
t { Cl iw  .OlABA O98 bal: ' -seinat 
tet hews Hh es ot ybes i 
A o 
a _ 


i 
ey 


" ih aloe ye DAes iy a a 


| oT aes: ey i ow .q ele yariwel iplewy” 


he “7, 5 - 
- x 
a 
: PL 


ras 


The cost of foreign ownership 


Canada pays the extremely high service charges on her many billions of 


foreign owned dollars in several ways. 


First, there is a large outpouring of capital from the country every 

year to foreign investors in the form of dividends, business services, 
rovyaktiesmand sso on In 19/77) the-outflow totalled $2.2 billion, but 

by 1973 this figure was up to $4.1 billion.* This far exceeds the 

amount of new foreign capital entering Canada. It is we Canadians 

who are providing development capital to countries like the United . 
States, not vice versa. Although there is no official breakdown of 

this capital hemmorhage by industries or provinces, |! think it is 

reasonable to estimate that the oi] industry alone is probably respon- 


sible for between 20 to 25 percent of the outflow. 


The 'fast buck' approach to resource development 


But this is not all. Another way in which we pay for so much foreign 
ownership is by selling off our nonrenewable resources as quickly as 

we can get them out of the ground. In theory, we can keep our inter- 
national payments in balance by selling our raw wealth, but of course 
this game only works over the short run , until the resources have run 
out. And because we have exported so much of our nonrenewable 
resources in crude, unprocessed form, we in Canada including Alberta, 
have been exporting jobs and long-term economic opportunities for short- 
term gains. Albertans who are wondering about the future will be 
interested to learn that, traditionally, only about 10 percent of our 
exports of oil and gas to the United States have been in processed form 
but about 90 percent of Canada's imports of these same commodities from 
the United States arrive in upgraded condition. The loss to the province. 
and nation because of short-sighted policies which have encouraged the 
rapid exhaustion of our best reserves of oi] and gas,and their export in 
unprocessed, undervalued form, is incalculable but obviously very great. 


lt is our children who may have to pay the price. 


About 85% of the outflows are to the U.D. In 1973 the $4.1 billion outflow 
broke down this way: Business Services -$1.5 billion, Dividends -$1.05 billion, 
Interest - $948 million. In the 1960's foreign firms operating in Canada sent 


92.625 billion more out of Canada than they brought in - this net outflow is 
now increasing dramatically. 
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The impact of foreign ownership on our ability to collect the 


economic rent 


Foreign ownership also makes it difficult, if not impossible, for 
Canadians to recover the monopoly ''rents'' from the use of our resources, 
rents to which, as owners of the resource, we are fully entitled. Once 
again, Alberta's oil and gas provide classic examples of how not to 
develop natural resources. A federal government document leaked in 
1971, for instance, noted that the financial return to Canada on oi] 
and gas exports to the U.S., "is significantly below what could be 
achieved ... because both commodities are being sold to the U.S. at 
prices below the opportunity price and because of the very high degree 
of foreign ownership of the Canadian industry''. Foreign ownership had 
put us in the following shocking situation: ''Increasing the Canadian 
wellhead price to reflect the U.S. opportunity price could raise the 
price to Canadian consumers - and because of the high degree of foreign 


ownership - would result in a net loss to Canada''. 


Just how disastrous Alberta's situation had become as recently as last 
year was revealed in a study by two senior economists at the University 

of Alberta. They demonstrated that for the 1962-1972 period, because 

of the high foreign ownership of the of] industry (over 90 percent), an 
increase in the price of crude oil] produced a net loss to the Canadian 
economy equal to 7.7 percent of the price increase. In other words, it 

has cost us billions of dollars to increase the price of our own resources. 
Then, who benefits? ''The main benefactors of the Albertan approach", 
concluded the U. of A. economists, "are the large foreign-owned oi] 
companies, not the people of Alberta, and certainly not the people in the 
rest of Canada.'"' All | would add is that both the giveaway of Alberta's 
wealth and the rip-off of all Canadian consumers have worsened since those 


words were written. 


So, when we try to add it all up we begin to see just how much we have 
paid, not only in cash outflows but also in lost opportunities, for 


permitting a handful of large multinational corporations to control our 
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economy and develop our resources according to their priorities. And 
this does not take into consideration other effects such as the loss 

of economic and political decision-making power, the impact of so much 
foreign ownership on regional divisions within Canada, the loss of so 
much of our cultural identity, our loss of freedom in international 
affairs, and so on. We have gotten ourselves into the situation that 
we cannot even begin to control the activities of foreign corporations 
in Canada (by passing tougher consumer legislation, for instance) with- 


out worrying about the reaction in Washington. 


Alberta: Colony of Oi1? 


I've never been too impressed when | heard members of both the 
Conservative and Social Credit parties praising the big foreign oil 
companies for Alberta's post-war prosperity. The real cause of our 
prosperity (and let's not forget that while some have truly prospered, 
others are still living in intolerable, shocking poverty) lies in the 
value of our resources, and there is good reason to wonder whether we 
have recovered even a bare minimum of their real value for the province 
and for Canada. The industry did not invent our of]; it did discover 
and develop it, but it has made an extremely handsome return on its 
investment for doing so - handsome enough that | think we can afford to 
stop thanking it. The ''Schultz'' report on U.S. oi] policy written in 
1970 for the Nixon administration showed that for every dollar they 
invested in Alberta oil since Leduc, the U.S. oil companies recovered 


75 cents in the first year of production. 


Alberta's present position - who benefits from higher prices? 


Alberta's present strong revenue position is almost entirely the conse- 
quence of recent dramatic changes in the international energy market. 
Actions by the Organization of Petroleum Exporting Countries (0.P.E.C.) 
have resulted in a very high world oi] price and in a strong seller's 


market in energy generally. As oil producers, Albertans have benefitted 
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from a situation they did little to bring about; as consumers, Albertans 
and other Canadians are also suffering some of the inflationary effects 
of the substantial price increases. Because of the change in the 
international situation the value of our remaining conventional oil and 
gas reserves has increased significantly, but the Lougheed government 

is certainly not receiving anything like their full value. What is 
happening at present is that the oil companies are reaping huge profits 
from the rapid production of our dwindling reserves, but very little 

of the surplus wealth is being reinvested in Alberta. Much of it is 
being transferred right out of the country into the treasuries of the 


foreign parent oil corporations. 


What is happening to oil company revenues? 


In 1973, for example, the oil industry made record profits of $1.7 billion 
in Alberta and reinvested the grand total of $185 million in exploring for 
new oil and gas. In 1974 it will net about $2.5 billion and return per- 
haps $200 million in exploration expenditures here. On a discounted 

cash flow basis, the oi] industry has been making a very generous return 
of between 15 and 20 percent when the value of remaining reserves is 

taken into account. But their current annual returns are well above this 
figure - for individual companies they are in excess of 30 percent in some 
cases. And their gain is our loss. We are losing billions every year. 
From now until the end of the century the total could come to a staggering 


$60 billion. 


Who owns the petroleum industry? 


Canada's petroleum industry accounts for nearly 30 percent of our total 
foreign ownership. Over 91 percent of ihe assets and more than 95 percent 
of the industry's sales are accounted for by foreign owned firms. Foreign 
control of the big vertically integrated companies, which do exploration 
and development, refining, transportation and marketing is 100 percent. 
The few large integrated companies account for more than 50 percent of 


the entire oil industry's assets. These same companies, essentially the 
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affiliates of the seven or eight largest international oi! companies, 
hold about half of all reserved and leased acreage in Alberta; they 
account for above 90 percent of refining in Canada; and they are 
responsible for about 65 percent of Alberta's royalties. One company 
alone, Imperial Oil, accounts for one-fifth of Alberta's royalty 


payments. 


See page 9 for a list of the biggest ''Canadian'' oi] companies, ranked 


by their 1973 assets. Every single one is foreign owned and controlled. 


Alberta's oil industry; part of the multinational empire 


These international companies have interests throughout the world. 

First and foremost, they are maximizing their profits and strengthening 
their overall position on a worldwide basis. They must, therefore, 
subordinate the interests of Alberta and Canada to their global interests. 
Womtnerextent thatetheir-interestcvand-our-tnterests.colncide,. there 


should be no problem. But do they? 


The riseof 0.P.£.C, 


Today the worlds eight largest oil companies (five are American, three 
are European) are involved in a new power game with the major oi] 
producing countries, the 0.P.E.C. nations. In the last couple of years 
these giant companies have seen much of their traditional monopoly power 
tneworld ort eroded by O-P.E.C. They are being bought out and have lost 
their control over prices and production. They are now making tremendous 
profits, but their long~run position in areas such as the Middle East is 
less secure than it was. Consequently, these largest companies have 
begun to work out a new strategy designed to improve their bargaining power 
and secure their future profitability. First, they are looking for new 
oil reserves in more ''secure'! and ''stable'' areas of the world - such as 


the North Sea, the Canadian Arctic and offshore United States. 
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Company 


Imperial Oil Ltd. 


Shell Canada Ltd. 


Gulf Of] Canada Ltd. 


Amoco Canada 


Texaco Canada Ltd. 


Texaco Exploration 


Pacific Petroleums Utd: 


Bere Gonade- bid: 


Petrofina Canada Ltd. 


Hudson's Bay Oil & Gas 


Husky OT) Ltd. 


Sine Or (oo. 


Canada's Branch Plant Oi] 


ie We: 


Assets 
($ 000) 


23152000 


gOS 5051 


1,36/5297 


Ditisog.| 


500,290 


477,765 


Ge 7 | 


443,288 


405,557 


401,394 


320,174 


239,270 


= 9 = 


1973 


Sales 


($ 000) 


2,580,000 


1,077,890 


1,032,410 


192,604 


558,183 


164,507 


164,222 


311,044 


335), 092 


136,417 


252,598 


141,893 


Industry 


elie 


Profits 


($ 000) 


228,000 


125529 


101,674 


51,384 


5530) 


86,158 


30,188 


27,695 


24,166 


39,370 


215360 


16,055 


“Foreign 


Owned & Owner 


69.4 Exxon 
COFp. Nai 


71.0 Royal 
Dutch/Shell Group 


68.3 Guilt Old Co. 
Pittsburgh,Pa. 


1002 “Standard O11 
Indiana 


66.42 «Texaco N.Y; 


100% Texaco N.Y. 


48.4 Phillips 
Petroleum Co. Okla. 


65.6 British 
Petroleum 


71.8 Petrofina 
S.A., Belgium 


53.1 Continental 
Ot Coe atonn. 


21 G.E. Nielsen 
Assoc. N.Y. 


100% Sun O11 Co. 
Philadelphia 
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Second, they are buying up coal companies, opening nuclear fuel 
divisions, getting into oi] shale and tar sands development and 
blossoming into full-blown ''energy companies'' which can monopolize 


all forms of energy production. 


New strategy for the oil industry 


This strategy is bound to pay handsome dividends in the future, but 
right now it is extremely expensive. It costs between one and two 
billion dollars, for instance, to build a Syncrude-sized plant in the 
tar sands. Costs of exploration in the Arctic are also very high. So 
the companies are determined to get very large cash flows from their 
remaining reserves in traditional producing areas such as Alberta. 
Also, they have an obvious interest in a very high rate of production 
of these reserves - even if it means that the reserves are depleted 
sooner rather than later. The oil industry has begun a public relations 
campaign to warn Canadians that unless the petroleum companies are 
permitted very high profits, the country will pay through a loss of 
self-sufficiency and a dependence on oil imports. But what price are 
we willing to pay the multinational oi] industry to obtain self- 


sufficiency on its terms? 


Are we financing a multinational power play? 


As owners of our oil and gas reserves, Albertans do not share the 
interests of the large foreign oil companies. In effect, we are being 
invited to help finance a new and costly power play by the oil industry 
in its cispute with O.P.E.C. Our resources are becoming involved in a 
conflict which is none of our making. The value of our resources should 
be maximized here, not ouside the province or the country. Also, our 
remaining reserves are being produced at an extremely rapid pace, a pace 
which is reducing their real future value. Surely our interest lies in 
conserving more of these scarce resources and thereby gaining more time 


to prepare for a future which looks uncertain. I! cannot see any logic 
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in a policy which results in the over-rapid production of our reserves 
and ends by forcing us into high-cost energy development. Certainly 


we owe it to our children to be less shortsighted than this. 


Foreign ownership and Alberta's future 

Alberta's excessive dependence on oil and gas extraction - they account 
for close to 40 percent of the province's productivity - makes some 
sort of economic diversification absolutely essential. Such dependence 
On one industry leaves the government too vulnerable to political 
pressure and the economy too susceptible to sudden shifts in the inter- 
national market. Where a few large multinational corporations make the 
important economic decisions, it is also difficult to do any serious 
planning. Without control of our own economy how can we plan for the 
future? Alberta today has the highest percentage of foreign ownership 


in its economy of all of Canada's provinces. 


The power of the multinationals to dictate the future 


At present the oil companies are in a very strong position to dictate 

their conditions for development of such ''future fuels'' as the tar sands. 
The AS unwillingness to get into such development itself puts 
Alberta in an extremely weak bargaining position. The oil industry can 
then say, ''unless you give us X, Y AND Z, we will not develop the tar sands", 
and government is powerless to call the bluff. This is basically what 
happened in the summer of 1973 when Syncrude, a joint venture of four U.S. 
oil companies, was able to dictate its own terms for going ahead in the 

tar sands. The Syncrude agreement is detailed and complex, but implied in 
it are the following: first, very low royalties (none at all during years 
of losses); second, much higher oi] prices; third, the Lougheed government 
is underwriting most of Syncrude's risks, including the provisions of a 
guaranteed return on its investment; fourth, the Lougheed government helped 
pressure Ottawa into giving Syncrude lucrative tax writeoffs; fifth, we, 


the taxpayers, will be footing the bill for the very expensive 
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‘infrastructure’ (roads, services, etc.) needed to develop the tar sands; 
and finally, the oil companies behind Syncrude will be making very high 
profits from their investment, perhaps as high as 30 to 35 percent. 

Again, we are failing to maximize the real potential value of our 

resources and, once again, it is the multinational corporations which 
benefit from our weak policies. The Alberta Energy Company is a very 

poor vehicle for recovering our share of the value of the tar sands: it 

is purely a passive participant, does not confer control over key decisions 
and also will permit private investors - the elite - to rake off a share 


of the value which rightfully belongs to all of us. 


The scale and pace of Alberta's future growth 


Foreign ownership also makes it difficult to control the sale and pace 
of Alberta's future growth - perhaps the key issue we are now facing. 
Planning is nothing more than wishful thinking when the government is 
literally at the mercy of corporate decisions taken thousands of miles 
away by those who have no interest in our future. We are making grand 
plans for expanding Fort McMurray to Alberta's third largest city and 
for creating a large ‘energy corridor' from Northeast Alberta, but at 
present all these plans and the government's dreams of rapid tar sands 
development appear to hinge on the willingness of Shell Oil to proceed 


with its plant (undoubtedly for the right conditions). 


The government's real approach to'planning' appears to consist of en- 
couraging (through incentives, guarantees, loans, rebates, credits, etc.) 
as much new investment as possible and hoping for the best. Many of the 
projects underway or being planned are very large, almost all of them are 
dependent on the export of more nonrenewable resources, and they are all 
being scheduled for the near future. It is clear that we could be over- 
whelmed by this policy and that the last thing we should call it is 
‘managing growth' or 'diversification'. We are already experiencing 


serious material and labour shortages, and the next few years will see 
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inflation well beyond anything yet experienced in Alberta or in the 

rest of Canada. In my opinion, we are being turned into a North American 
ghetto for some of the largest, costliest and most environmentally 
dangerous projects of the international resource companies - all of whom 


find the Lougheed government's generosity understandably irresistible. 


A better way 


The search for a better way begins with the need to get back control of 
at least some of the key areas of our economy in our own hands. Without 
this we cannot plan, and we must plan. We must change the industry's 
role in Alberta by getting back the reserves of oil and gas which we have 
leased to the companies. The government, not industry, must control the 
reserves; the oi] industry should henceforth work as a contractor for 
the government for a fair but not excessive charge. In addition, it is 
clear that a public oi] company, charged with the duty of exploring for 
new reserves, must be set up to reduce the province's vulnerability to 
blackmail by the industry. In this respect Alberta should offer part of 
our windfall to facilitate the joint nationalization of Esso by both the 


federal and provincial government. 


Encouragement for the independents should not benefit the majors 


We must differentiate between the real rip-off artists, the giant agents 

of the foreign cartel companies who actually do very little new exploration 
in the province but are carting money out of Alberta by the truckload, and 
the smaller Alberta-based companies who do the bulk of new exploring and 
some of whom are experiencing real financial difficulties because of the 
recent federal budget. Our policy should be designed so as to reduce our 
dependence on the foreign oligopolists of Exxon, Shell, Gulf, Texaco, etc., 
but we must take care that we do not inflict injury on smaller Albertan 
companies. Past federal and provincial policies have tended to encourage 
the growth of the large, integrated corporations at the expense of the 


smaller independents, and the federal budget will certainly hurt the 


‘i 
ny wart beens te 
‘ o , 


cis} : bert mn ag his e im 


nives Teen Na vi 


- ]4 - 


independents first. | do not approve of the Lougheed government's 
apparent willingness to neutralize the effects of the federal action by 
reducing Alberta's share of the value of our depleting oil. This is 
tantamount to resolving the energy crisis on the oil industry's terms. 
The only way to avoid capitulating to blackmail is to begin to take up 


the industry's functions by new publicly-owned institutions. 


Premier Lougheed's Alberta exploration plan 


Last December, Premier Lougheed announced his so-called Alberta 
exploration plan. It represents a major retreat for the province of 


Alberta and a major victory for the multi-national corporations. 


[estimate the cost of the program as follows in 1975. (Note,part of 
Eni celtsepased on the price of oi! rising from $6.50 to $8.50 a barrel. 
The breakdown between the top 30 companies and the smaller companies 


is also shown. 


Figures in millions of dollars. 


1974 1975 & after 
hota eeonan lL co.s.- lop 30 Total SmatlCes Top: 30 


Refund of Prov. Income 


Tax on Royalties 50 L 46 130 9 21 
Oil Royalty Decrease 

from 40% t 36% = = = 190 is dats 
Refund of Fed. Income 

Tax on Royalties LO 3 aif 60 30 30 
Gas Royalty Reduction - - | = 60 hy 56 


Reduction of Royalty 
from 65% to 50% on 
price above $6.50 = = 3 165 12 lee 
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In short, the 30 large companies will receive 88% of the concessions. 
The 'Alice in Wonderland! nature of this plan is further documented 
when one discovers that the entire projected exploration budget of the 
industry is 220 million in Alberta. Why pay 600 million dollars in 


incentives to force-feed 200 million dollars in exploration expenditures. 


Moreover, the concessions are not connected to any commitment on the 
part of the companies to plow this money back into the economy. They 
can spend the money drilling in Alberta or building statues in memory 


of John D. Rockefeller iim Africa. 


Our estimates show that the six major oil companies will receive 


concessions in the following order: 


Imperial Oi] Ltd. 99 million 
Amoco Canada 4S million 
She llmGanadasttd. 38 million 


Gulf Oil Canada Ltd. a2emt UPTON 


Texaco Canada Ltd. 30 million 


Public ownership of the oil sands 


| would also argue that it is now absolutely imperative to develop the 
vast reserves of the oil sands under public, not private, ownership. 

We must avoid, from the start, the alienation of yet another of our 
resources. At present, the oi] companies are sitting on their leases, 
demanding higher prices and lower taxes and many other concessions 
before development goes ahead. This is the kind of humiliating posture 
we have put ourselves in - we must meet their terms before they will 
develop our resources. An N.D.P. government would end the leasing of the 
tar sands, acquire both G.C.0.S. and Syncrude and proceed with develop- 
ment under the auspices of an Alberta Development Corporation, fully 
accountable to the legislature. This would enable us to keep strict 


control over the pace and scale of oil sands development. 
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| am convinced that Alberta's senior civil servants were correct in 
1972 when they argued that a cautious rate of development would be 
required if Albertans hoped to avoid some serious social and economic 
repercussions. They were also wise to note that the interests of the 
multinational corporation in the oil sands are fundamentaly different 


from our own. 
Diversifying the Alberta economy 


As for the problem of diversifying our economy, | will readily admit 
that there are no easy solutions. Alberta's dependence on oil and gas 
cannot be magically changed overnight, and we are aware of the 
traditional. obstacles we in the west have faced when trying to create 
new industry. But diversifying does not mean simply bringing in Dow 
and DuPont to run the province alongside Exxon. We need new industries 
for tomorrow's jobs, but we also need to control those industries our- 


selves. We also have to control growth itself. 


What industries are feasible? 


What is needed right now is a thorough, independent assessment of the 
BOsstbilities, of what can Peaiisencaity be cone. For instance, are 
there feasible attractive alternatives to rapid tar sands development, 
aside from the fatuous irrelevancies of the Social Credit and Liberal 
Parties? How can Alberta best utilize its resource base and its present 
strong revenue position to provide for a strong but just provincial 
economy? These are pressing questions and they require full and open 
Gevate, Presently, "we are only hearing from ‘the louder voices’, those 
of the corporate sector and their political dogsbodies. Alberta's 
future is not going to be decided by a small clique of vested interests; 
it must be chosen democratically in the give and take of real political 
debate. We in the N.D.P. would like to see a major public inquiry into 
the provincial economy and its prospects - an inquiry headed by independent 


persons with representation from many groups. 
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We are, Canadians first 


It is also apparent that Alberta is not an island unto itself, we are 
inextricably linked to the rest of Canada. Ultimately, our well-being 
and survival are dependent on Canada's, and we should address ourselves 
to the current dispute with Ottawa with that in mind. For my part, | 
would like to see Alberta and Ottawa reach a common ground around the 
need for Canadians to develop their own resources in future. Reduction 
of our dependence on foreign economic entities demands leadership from 
both levels of government in Canada. I! believe most Canadians now expect 
strong measures to increase our economic and political independence and 
to check the growth of the multinational corporations in key sectors of 
the economy. Albertans must urgently demand action to halt the massive 
outflow of wealth which is now occurring because of the large amount of 
foreign ownership in the of] and gas industry. This is not to say that 
we should not also be concerned about the growing impact of foreign 
corporations in other sectors of the economy - of the Safeways, the 
Genstars, the Consolidated Grains, et cetera - but we must begin at the 
root of the problem. If 'radical' means ‘going to the root of the matter' 


then we may have to be radical to survive. 


In the long run and in the short run, Albertans and Canadians can only 
gain by determining to become landlords rather than tenants in our own 


houses. 
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